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1989: Montana’s State and 
Local Area Outlook
By Paul E. Polzin
Bureau director Paul E. Polzin began 
each seminar with a look at 1988 and 
the prospects for 1989. He also looked 
specifically at the economy of each of 
the six seminar cities, and presented 
the Bureau forecasts through 1991.
To assess Montana’s economic outlook for 1989, we will systematically analyze the statewide 
economy, Montana’s multicounty 
regions, and the major urban areas. 
In each case, we will first look at 
general economic indicators to 
determine past trends. Then, we 
will examine the factors that caused 
these trends. Finally, we will look 





We use population, per capita 
income, personal income, and 
nonfarm labor income to examine 
the overall trends in Montana’s 
economy. Each of these indicators 
measures a different part of the 
economy, and they may not have 
identical trends. But, taken 
together they provide good 
overviews of the general condition 
of the state’s economy.
Population. The population 
data for Montana from 1970 to 
1987 is presented in figure 1. The
state’s population grew rapidly 
during the 1970s. These increases 
continued in the early 1980s, and 
the population reached a peak of
824.000 in 1985. Since then the 
population declined, and the latest 
estimate is that Montana had
804.000 residents in 1987.
Population is a lagging economic
indicator. That is, changes in 
population trends usually lag 
behind other general economic 
indicators. For example, as we will 
see later, a population usually 
peaks several years after other 
economic measures have turned 
downward. Therefore, Montana’s 
recent population declines are the 
result of past events, rather than a 
harbinger of future declines.
Per capita incom e. Our second 
general economic indicator is per
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capita income, equal to total 
personal income divided by 
population. Per capita income is a 
measure of economic well-being— 
that is, how well off people are. It 
measures money income, and 
certainly Montanans enjoy many 
benefits that cannot be converted 
into dollars and cents. Per capita 
income has been converted into 
1987 dollars in order to eliminate 
the effects of inflation.
Figure 2 presents per capita 
income for Montana and the 
United States for 1970 to 1987. 
During the 1970s, per capita 
income in Montana grew faster 
than in the United States, from 87 
percent of the national average in 
1970 to about 90 percent in 1980. 
The 1980s, however, were a 
different story. Per capita income 
continued upward in the United 
States while it stagnated in 
Montana. Consequently, the state’s 
per capita income dropped to 
about 80 percent of the national 
average by 1987.
N onfarm  labor incom e and 
personal incom e. Nonfarm labor 
income is the wages and salaries, 
proprietors’ income, and other 
labor income of all employed 
persons—except those working on 
farms and ranches. Agriculture is 
excluded because of its volatility.
As we will see later, the significant 
year-to-year changes in agricultural 
income may mask important trends 
elsewhere in the economy.
Nonfarm labor income is a proxy 
for Gross National Product (GNP), 
which is not available for states or 
local areas. It is a measure of 
overall economic activity.
Figure 3 presents nonfarm labor 
income data from the first quarter 
of 1979 to the second quarter of 
1988. These data clearly show three 
distinct periods in Montana’s 
economy during the 1980s:
(1) Sharp declines from late 1979 
to late 1982. This corresponds to a 
downturn in the national business
■ Personal income 
has remained relatively 
constant in Montana 
during the 1980s.
cycle; the infamous “double 
dipper,” the most severe recession 
period since World War II. 
Montana’s nonfarm labor income 
declined by 9.9 percent from the 
third quarter of 1979 to the second 
quarter of 1982.
(2) Modest recovery during 1983 
and 1984. Nonfarm labor income 
grew 3.5 percent from its trough in 
late 1982 to mid-1984.
(3) Slow downward trend since 
1985. By mid-1985, nonfarm labor 
income was about 12 percent less 
than its peak in 1979.
Personal income includes income 
from all sources, and is closely 
related to the purchasing power in 
an area. Personal income is one of 
the few measures of consumer 
activity in Montana, because of the 
lack of reliable statistics for retail 
sales.
As shown in figure 3, personal 
income has remained relatively 
constant in Montana during the 
1980s. Increases in transfer 
payments and dividends, interests, 
and rents have made up the 
difference between nonfarm labor 
income and personal income.
From mid-1987 to mid-1988, 
Montana’s nonfarm labor income 
declined about 1 percent. These 
figures are important because later 
we will see that both of the 
indicators increased in the state’s 
six major urban areas during the 
same period. This suggests that the 
declines were concentrated in the 
rural areas, and were much larger 
than the statewide average.
The Basic 
Industries
Basic or export industries are the major determinant of growth (or the lack of it) in 
Montana’s economy. These 
industries depend heavily on 
markets outside the state, or are 




Source: U.S. Department of Commerce, Bureau of Economic 
Analysis.
Source: U.S Department of Commerce, Bureau of Economic 
Analysis.
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originating beyond the state’s 
borders. The major examples are 
the natural resource industries— 
agriculture, mining, wood, and 
paper products. Other basic 
industries include nonresident 
travel (tourism), the federal 
government, railroads, and certain 
types of manufacturing. The labor 
income of workers in export 
industries is an injection of new 
funds into Montana’s economy, 
which creates additional income as 
these dollars are spent and respent 
in the state.
Basic or export industries are 
analyzed in terms of labor income
rather than employment, output, 
or production. It is the amount of 
basic labor income that affects the 
local economy, not necessarily the 
number of basic workers, the board 
feet of timber, or the ounces of 
gold that is produced. In addition, 
it makes little difference whether 
$30,000 of basic labor income 
represents the salary of one worker, 
or the income of two workers each 
earning $15,000.
Our estimates of labor income in 
the basic industries are not 
accurate to the last cent. Complete 
information was not available, and 
we had to make some “ballpark” 
estimates. Even so, our estimates 
are based on the best data 
available.
Changes in the economic base or 
in the export industries are largely 
responsible for the recent trends in 
Montana’s economy. They do not 
provide a complete explanation, 
however, and we cannot identify
the cause of each blip and squiggle 
in every general economic 
indicator. The relationship between 
the basic industries and the rest of 
Montana’s economy is subtle and 
complex. There may be time lags, 
for example, that cloud the 
relationship between basic and 
derivative sectors. Also, the data 
may have different reporting 
periods—personal income and 
nonfarm labor income are reported 
quarterly, while labor income in 
basic industries is available on an 
annual basis.
Labor income in Montana’s basic 
industries from 1979 to 1987 is
basic industries. The 1979-1982 
period was one of widespread 
decreases in basic industries. There 
were permanent shutdowns—such 
as the Milwaukee Railroad and the 
smelters at Anaconda and Great 
Falls (these are classified in “other 
manufacturing”). There were also 
cyclic declines—the greatest were in 
wood and paper products, but they 
also occurred in other basic 
industries. On the other hand, 
these decreases were moderated by 
the 1981 peak in oil and gas 
exploration.
During 1983 and 1984 there were 
recoveries in a number of
■ Many of Montana's basic industries are in 
the midst of structural and technical change, or 
are reacting to new market or regulatory 
conditions.
presented in figure 4. As with most 
of our data, it has been converted 
to constant 1987 dollars to 
eliminate inflation. Total labor 
income for all basic industries 
along with figures for each industry 
have been presented for 1987.
It takes only a quick glance at 
figure 4 to see the extreme 
volatility of labor income in 
agriculture. The two-year drought 
of 1984 and 1985 is easily seen, 
along with the recovery in 1986 
and 1987. No doubt the 1988 
figures will show a sharp decline, 
reflecting last year’s drought.
Nonfarm basic labor income 
displays the same trends we saw 
earlier in nonfarm labor income. 
Those are the sharp cyclic declines 
from 1979 to 1982, the recovery in 
1983 and 1984, and the slow but 
persistent declines thereafter.
A closer look reveals that these 
overall trends were really the net 
effects of different events in specific
industries—especially wood and 
paper products. But, they were 
counterbalanced by declines in oil 
and gas exploration and railroads.
In 4985 and thereafter, the slow 
downward trend is attributable to 
continued decreases in oil and gas 
exploration and railroads. Labor 
income in the other basic industries 
remained relatively stable.
The decreases in labor income do 
not imply that these industries are 
reducing their production or 
output. Many of Montana’s basic 
industries are in the midst of 
structural and technical change, or 
are reacting to new market or 
regulatory conditions. New capital 
investments and other innovations 
have increased the productivity of 
workers. Larry Swanson and 
Charles Keegan will discuss 
conditions in several of the natural 
resource industries elsewhere in this 
issue.
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The Multicounty 
Regions
e do not have the time 
nor the resources to 
analyze each of Montana’s fifty-six 
counties, or even all of the major 
urban areas. Instead, we have 
divided the state into the 
multicounty regions shown on the 
map. Analysis of these regions 
provides a rough idea of the 
general trends in broad areas of the 
state during the 1980s.
The regional population data 
presented in figure 5 show that the 
statewide trends in figure 1 are 
composed of very different regional 
components. In the West, 
population remained roughly stable 
from 1979 to 1982, grew slowly in 
1983 and 1984, and then stabilized 
in 1985 and 1986. In the 
Northeast, the number of residents 
increased slowly in 1981 and 1982, 
followed by stability in 1983 and 
1984, and then by sizable declines 
in 1985 and 1986. The population 
in the Southeast continued to grow 
until 1984, and then declined 
sharply in 1985 and 1986.
Nonfarm labor income also has 
different regional patterns. Both
the West and the Northeast 
experienced declines from 1979 to 
1982. The West then had a modest 
recovery in 1983 and 1984 followed 
by stability, while the Northeast 
was stable in 1983 and 1984 and 
decreased slowly in 1985 and 1986. 
The Southeast was growing slowly 
in the early 1980s, but turned 
downward in mid-1984.
The regional data are consistent 
with the trends for Montana’s basic 
industries, and give a better 
understanding of the statewide 
averages. The sharp declines in 
nonfarm labor income early in the
decade were concentrated in the 
West and Northeast. This is 
explained by the concentration in 
the West and Northeast of the 
wood products industry or other 
affected basic industries, such as 
the smelter at Great Falls.
The recent slow downward trend 
in nonfarm labor income and the 
population declines, on the other 
hand, are concentrated in the 
Southeast and to a lesser extent in 
the Northeast. This may be 
explained by the oil and gas 
industry, which is primarily located 
in these two regions.
Source: U.S. Department o f Commerce, Bureau of the 
Census. Source: University o f Montana, Bureau of Business and 
Economic Research.
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Montana’s Major 
Urban Areas
Due to the lack of time, we will not discuss each of Montana’s major urban areas in 
detail. We will, however, present 
data for the general economic 
indicators and the basic industries 
along with a brief summery of the 
important features in each urban 
area.
Population
Based on the data presented in 
table 1, the population trends in 
Montana’s six major urban areas 
may be placed into three 
categories:
(1) Declines. The population of 
the Butte-Anaconda area (Butte- 
Silver Bow and Anaconda-Deer 
Lodge counties) decreased from 
50,600 in 1980 to 43,700 in 1987.
(2) Approximate stability. The 
populations of Missoula and 
Cascade counties were relatively 
unchanged. Missoula county grew 
by about 2,400 persons between 
1980 and 1987, while Cascade 
county declined by about 2,000
persons during the same period.
(3) Decelerating growth. Flathead, 
Yellowstone, and Lewis and Clark 
counties all experienced population 
growth during the 1980s. In each 
community, however, the rates of 
increase have moderated. Flathead 
and Yellowstone have experienced 
population declines.
The relationship between 
population growth and migration is 
often misunderstood; a relatively 
modest “blip” in population trends 
may be associated with significant 
differences in the underlying 
economic conditions. We have 
presented in table 1 the data for 
the major determinants of 
population change in each 
community.
First of all, it is crucial to 
remember that population change 
has three components; births, 
deaths, and net migration. They 
are related by the following 
formula:
population change = births -  deaths 
+ net migration.
Looking at the Missoula County 
figures in table 1, for example, we 
see that the population increase of
about 400 persons between 1980 
and 1981 was composed of the 
following:
400= 1400  -  5 0 0 -  500.
Births outnumber deaths in each 
community. This means that net 
outmigration may occur at the 
same time there is an increase in 
population. For example, in 
Missoula County, population rose 
from 77,700 in 1986 to 78,400 in 
1987 despite the net outmigration 
of about 100 persons. In other 
words, the natural increase (births 
minus deaths) more than balanced 
net outmigration.
Missoula and Cascade counties 
and the Butte-Anaconda area 
experienced overall net 
outmigration during the 1980s. In 
Yellowstone and Lewis and Clark 
counties, there was net inmigration 
early in the decade. But this 
changed to net outmigration as the 
population growth rate decelerated 
in the last few years. Flathead 
County experienced net 
outmigration during 1981 and 
1982, net inmigration from 1983 to 
1986, and then net outmigration 
again during 1987.
Table 1
Population, Births, Deaths, and Estimated Net Migration 
Montana’s Major Urban Areas 
1980 -1987
Souceaa: US. Department ol Commerce. Bureau o» the Census; Montana Department of Health; and Unwanfty of Montana. Bureau d  Business and Economic Research. 
Notea: NX denotea not aval labia. Details may not add due to rounding.
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Flattraad County BuOa-Silvar Bow and Anaconda-Oaar Lodga Ulaaoula County
Countiaa
_ NaL Eat Nat EaL NaL
Population Blrttia Daattia Migration Population Blrttia Daattia Migration Population Blrttia Daattia Migration
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1883 53,300 800 400 500 1883 47,800 500 600 -700 1883 7 5 4 0 0  1 TOO yw> qqq
1884 55.400 1.000 500 1.800 1884 46,400 800 500 -1.100 864 7 * 5 0 0  M  W
£  * £  ™  S  ' ■ %  45,600 800 800 -BOO 1985 7 * 3 0 0  J S  M B  ^
5®-“ °  ®9? 589 800 >986 44.100 600 500 -1,500 1986 77,700 1,300 500 -400
1887 58.200 800 400 -500 1887 43.700 500 500 -500 1887 781400 1JOO 500 -Too
Yallowatona County Caacada County Latvia and Clark County
E t lN *  Eat NaL . . . .
Population Blrtha Daattia Migration Population Blrttia Daattia Migration   ... _  .. .r  -------- ■ —* ----------------- Population Blrttia Daattia Migration
1 2 ?  108*000 ’ ■90°  700 N-*- 1980 80,700 1,500 800 N X  1860 43,000 700 300 N X
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i 2 ?  ! “ ■!“  '■®°° 800 -1-ao°  1986 79.400 1.400 800 -1.800 1886 4 * 4 0 0  700 300 -100
887 1 1 *1 0 0  1.700 800 -2.800 1887 7 * 1 0 0  1,300 800 -2,000 1887 4 * 8 0 0  700 400 0
Figure 7
Total Personal Income ft Nonfarm Labor Income 
Flathead County 
1st Quarter 1979 to 2nd Quarter 1988
Figure 8
Labor Income In Basic Industries 
Flathead County 
1979-1986
Flathead  C ounty. The data 
clearly show a cyclic economy, 
where rapid expansions alternate 
with significant declines. 
Nonfarm labor income decreased 
about 23 percent from its peak 
in mid-1979 to the third quarter 
of 1982. Then it rose about 20 
percent between late 1982 and 
mid-1984.
The strong economic recovery 
that began in 1982 came to a 
screeching halt. There was no 
overall growth in nonfarm labor 
income from early 1985 to late 
1987.
The 1979'1982 declines and 
the following recoveries are
Source*: U.S. Department of Commerce, Bureau of Economic 
Analysis and University of Montana, Bureau of Business and 
Economic Research.
clearly pictured in the data for 
the basic industries. The wood 
products industry and metal 
refining, the two largest basic 
industries, were the major 
contributors to both. Similarly, 
the lack of growth after 1984 is 
also reflected in the labor 
income data for these industries, 
which were in the midst of 
structural and technological 
changes during this period.
The latest data suggest that an 
upward trend in the local 
economy may have resumed. 
From mid'1987 to mid-1988 
personal income rose 5.0 
percent, while nonfarm labor 
income increased 6.3 percent.
Other General Economic 
Indicators
Quarterly data for personal 
income and nonfarm labor income 
are presented for each community, 
along with annual figures for labor 
income in basic industries. In 
addition to the traditional basic 
industries—such as mining and 
wood products—we have also 
presented estimates of the labor 
income associated with trade center 
activities. These figures represent 
the labor income attributable to 
persons from the surrounding rural 
areas who come to the cities to 
shop, see a doctor or dentist, 
obtain financial services or advice, 
or conduct other business. It also 
incorporates wholesale and other 
business activities that serve 
adjacent areas. Labor income for 
trade center activities should be 
interpreted cautiously because they 
are only “ballpark” estimates 
derived using indirect methods.
No figures for trade center 
activities are shown for Flathead 
County and the Butte-Anaconda 
area. This does not mean that 
firms in these communities do not 
serve nonresidents. Rather, taken 
as a whole, the nonresidents 
shopping in these communities are 
outnumbered by locals going 
elsewhere.
As we mentioned earlier in the 
statewide analysis, the relationship 
between basic industries and the 
general economic indicators are not 
always precise and easy to see. This 
is especially true in individual 
communities where the data may 
be subject to greater error. In 
addition, the annual basic industry 
data terminate in 1986, while the 
quarterly figures for personal 
income and nonfarm labor income 
are available to mid-1988.
B utte-A naconda area. The 
long decline of the Anaconda 
Company, culminating in the 
shutdown in 1983 of the Berkeley 
Pit, had an obvious impact on the
local economy. From late 1979 to 
early 1985, nonfarm labor income 
declined by almost one-third and 
personal income decreased about 15 
percent.
Figure 9
Total Personal Income ft Nonfarm Labor Income 
Butte-Silver Bow and Anaconda-Deer Lodge Counties 
1st Quarter 1979 to 2nd Quarter 1988
Millions of 
I t s  7 Dollar*
Source Unlvantty of Montana, Buraau of Buwnen and 
Economic Hm a ch,
Figure 10 
Labor Income In Basic Industries 
Butte-Silver Bow and Anaconda-Deer Lodge 
Counties, 1979 • 1986
Millions 
ot lt« 7  Dollars
Sources: U.S. Department of Commerce, Bureau oI Economic 
Analysis and University of Montana, Bureau of Business and 
Economic Research.
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The traumatic events in mining 
and smelting have left the Butte- 
Anaconda area with a diverse 
economic base built on stable and 
noncyclic industries. The largest 
basic industries are now the 
Montana Power Company and its 
subsidiaries ( 30.2 percent of the 
economic base in 1986), Montana
College of Mineral Sciences and 
Technology and Warm Springs 
State Hospital ( 18.0 percent in 
1986), and the federal government 
(13.9 percent in 1986). The labor 
income associated with the federal 
government represents the 
employees of the U.S. Forest 
Service, U.S. Department of
Figure 11
Total Personal Income ft Nonfarm Labor Incoma 
Missoula County 
1st Quarter 1979 to 2nd Quarter 1988
M issoula County. Missoula’s 
cyclic economy is due to its basic 
industries. The 1979-1982 
declines, the 1982 recovery, and 
the recent stability in nonfarm 
labor income are mirrored in the 
labor income data for the basic 
industries. The wood and paper
Figure 12 
Labor Income In Basic Industries 
Missoula County 
1979-1986
Soureas: U.S. Ospsrtmsnt of Commerce, Burosu of Economic 
Analysis and Unlveralty of Montana, Bureau of Business and 
Economic Research.
products industry is obviously a 
major contributor, but it is not 
the only one. Other basic 
industries display the same 
profile, with declines in 
1979-1982, and a recovery in 
1983.
Basic labor income increased
Figure 13
Total Personal Income ft Nonfarm Labor Income 
Yellowstone County 
1 st Quarter 1979 to 2nd Quarter 1988
Source: University of Montana. Bureau of Business and 
Economic Research.
Figum 14 
Labor Income In Basic Industries 
Yellowstone County 
1979-1986
Sources: U.S. Department of Commerce, Bureau of Economic 
Analysis and University of Montana. Bureau of Business and 
Economic Research.
Justice, and other federal agencies 
located in the Butte-Anaconda 
area.
The latest data show a 3.0 
percent growth in personal income 
and a 3.4 percent increase in 
nonfarm labor income from 
mid-1987 to mid-1988.
sharply in 1986. This growth was 
due almost entirely to trade 
center activities, and in turn 
may be traced to an increase in 
the export component of medical 
services—that is, the 
nonresidents coming to Missoula 
for treatment. Health care 
services have been increasing 
rapidly throughout the nation, 
and have led to widespread 
concerns expressed about 
skyrocketing medical costs. This 
suggests that there may be 
attempts to curb future growth 
in this industry.
The latest data show a 2.0 
percent increase in personal 
income and a 3.4 percent 
increase in nonfarm labor 
income from mid-1987 to 
mid-1988.
Yellowstone County. Unlike 
most of Montana, economic 
growth in the Billings economy 
continued until 1984. Glancing 
over the data for the basic 
industries, however, reveals no 
corresponding peak. This may be 
due to the figures for trade center 
activities. This is the largest basic 
industry in Yellowstone County
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(38.1 percent of the economic base 
in 1986), and also the most difficult 
to measure precisely. We know that 
the energy-related industries 
declined in 1985 and 1986. These 
impacts would be transmitted from 
the rural areas to Billings via the 
trade center activities. Better 
information might provide more 
insights into this process.
Earlier in the decade, there were 
declines in food processing 
(primarily meat packing) and 
manufacturing (modular home 
construction). The stability of labor 
income in transportation is the net 
effect of declines in railroads and 
an increase in motor carriers.
The latest data show a 2.8 
percent increase in personal income 
and a 3.3 percent increase in 
nonfarm labor income from 
mid-1987 to mid-1988.
Cascade County. The Great 
Falls economy experienced 
significant declines early in the 
1980s. The data for the basic 
industries clearly identify the cause, 
the closure of the Anaconda 
smelter and decreases in national 
defense associated with the 
departure of several units from 
Malmstrom Air Force Base.
Since 1982, there has been a slow 
but persistent decline in labor 
income associated with trade center 
activities. These decreases were in 
wholesale trade. Widespread 
throughout wholesale trade, these 
decreases were not due to the 
closure of a certain firm or 
business. They may reflect a 
growing tendency for retailers to 
deal directly with manufacturers. In 
any case, Great Falls’s role as a 
retail, financial, and medical center 
appears unaffected.
Great Falls residents have been 
anxiously awaiting the 301st Air 
Refueling Wing, which has been 
assigned to Malstrom AFB. When 
fully staffed, this unit will add 
about 700 military and civilian jobs 
to Cascade County. The arrival of 
part of this unit may be the cause
of the personal income and 
nonfarm labor income increases in 
late 1987.
The latest data show a 5.9 
percent increase in personal income 
and a 5.0 increase in nonfarm 
labor income from mid-1987 to 
mid-1988.
Lewis and  C lark  Country. The 
Helena area has a stable, noncylic 
economy, and this is easily 
attributable to the basic industries. 
Neither nonfarm labor income nor 
the labor income in the basic 
industries displayed ups and downs 
corresponding to the national 
recessions in the early 1980s.
The two largest components of 
Helena’s economic base are state 
and federal government. Taken 
together, they accounted for about 
60 percent of labor income in basic 
industries during 1986. Both are 
traditionally noncyclic industries.
During 1986, there was a 
decrease in labor income of state 
government employees. This was 
before the state government pay 
freeze was implemented. 
Consequently, we expect that there 
will be even further declines in 
1987 and 1988, reflecting the 
impact of the pay freeze.
Helena’s trade center activities 
are primarily in finance and 
services, rather than retail or 
wholesale trade. The large increase 
in trade center labor income during 
1986 was mostly in health care. As 
in the other communities 
experiencing similar increases, there
Figure 15
Total Personal Incoma & Nonfarm Labor Incoma 
Cascade County 
1st Quarter 1979 to 2nd Quarter 1988
Source: University of Montana, Bureau of Business and 
Economic Research.
Figure 16 
Labor Income In Basic Industries 
Cascade County 
1979-1986
Sources: U.S. Department of Commerce, Bureau of Economic 
Analysis and University of Montana, Bureau of Business and 
Economic Research.
is reason to be concerned that this 
industry will not grow as rapidly in 
the future.
The latest data show Lewis and 
Clark County with the fastest 
growth among Montana’s major 
urban areas; nonfarm labor income 
increased 9.3 percent and personal 
income grew 6.0 percent. We do 
not yet know the cause of this 
growth, but we think it is 
associated with the new gold mine 
which just opened outside Helena.
Figure 17
Total Personal Income & Nonfarm Labor Income 
Lewis and Clark County 
1st Quarter 1979 to 2nd Quarter 1988
Figure 18 
Labor Income in Basic Industries 
Lewis and Clark County 
1979 -1986
Sources: U.S. Department of Commerce, Bureau of Economic 
Analysis and University of Montana, Bureau of Business and 
Economic Research.
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Forecasts
We have prepared forecasts for 
Montana, the multicounty regions, 
and each of the major urban areas. 
These forecasts were prepared as 
part of the Economics Montana 
Program, which is cosponsored by 
the Bureau and US West.
The outlook for the U.S. 
economy provides some of the
underlying assumptions for the 
Montana forecasts. Table 2 
presents the latest projections of 
the Wharton Econometric 
Forecasting Associates (The WEFA 
Group), a national forecasting 
service to which the State of 
Montana subscribes. The WEFA 
Group does not forecast a recession 
during the next few years, but they 
do anticipate slower growth. This is
preliminary estimate. The full 
extent of last year’s drought and its 
impact on the economy may not 
be reflected in the data for the first 
three quarters.
The forecasts for 1989 are 
presented in figure 19. Montana’s 
personal income is projected to rise 
4.5 percent in 1989. This is greater 
than the U.S. figure of 2.8 percent, 
but the Montana projection
Table 2
Economic Trends lo r the U.S. Economy 
1985-1991






percent change 3.4 2.8 3.4 3.9 2.7 2.2 2.5
Inflation (CPI)
percent change 3.6 1.9 3.6 4.1 5.1 4.8 5.3
Interest rate, percent
80-day T-bill 7.5 6.0 5.8 6.6 7.8 7.1
Mortgage rate 11.6 10.3 9.3 9.4 9.7 9.2 8.1
Housing starts,
millions 1.7 1.8 1.6 1.5 1.4 1.5 1.6
Unemployment rate,
percent 7.2 7.0 6.2 5.5 5.5 5.8 5.6
Source: Wharton Econometric Forecasting Associates (January 1989).
Table 3
Personal Incom e and Nonfarm  Labor Income





Personal income $9,866 $10,539
Farm Income 192 545
Nonfarm income 9,674 9,994
Nonfarm labor income 6,232 6,429
Sources: Wharton Econometric Forecasting Associates and University of 
Montana, Bureau of Business and Economic Research, Economics 
Montana.
Figure 19
Projected Change In Personal Income and Nonfarm 
Labor Income 




5 Personal Income Nonfarm labor Income
4.5%
Sources: Wharton Econometric Forecasting Associates and 
University of Montana, Bureau of Business and Economic 
Research, Economics Montana.
Note: Percent changes based on constant 1987 dollars.
United Montana United Montana
Stales Stales
Sources: Wharton Econometric Forecasting Associates and 
University of Montana. Bureau of Business and Economic 
Research. Economics Montana.
Note: Percent changes based on constant 1937 dollars.
best illustrated by the growth in 
Gross National Product (GNP). 
GNP has been growing at more 
than 3 percent per year, except for 
1986. The forecasts for 1989 to 
1991, however, are all less than 3 
percent per year. The WEFA 
Group also projects slightly 
accelerating inflation and stable or 
declining unemployment.
Statewide Projections
Our forecasts for 1988 are 
presented in table 3. Based on the 
preliminary data for the first three 
quarters, we may have been slightly 
pessimistic about last year. Our 
forecast for total personal income 
was about $9.9 billion, while the 
preliminary figures are $10.5 
billion. Subtracting agriculture 
yields a forecast of $9.7 billion 
contrasted with a preliminary 
estimate of $9.9 billion, which was 
about 3.0 percent too low. The 
forecast for nonfarm labor income 
is also about 3 percent below the
incorporates the recovery of 
agriculture from the disastrous 
drought of 1988. Nonfarm labor 
income presents a less distorted 
picture; it is expected to rise 1.3 
percent in Montana as compared 
to 2.4 percent nationwide. In other 
words, growth in Montana is 
expected to even lag behind the 
lethargic performance of the U.S. 
economy.
A longer term perspective is 
presented in figure 20. Between 
1989 and 1991, Montana personal 
income and nonfarm labor income 
are projected to grow 1.7 and 1.5 
percent per year, respectively. Both 
are less than the corresponding 
U.S. averages.
In summary, the overall forecast 
for the Montana economy is for 
slow growth, but growth 
nevertheless. This is in contrast to 
the declines in nonfarm labor 
income and the stability in 
personal income that have occurred 
since 1985.
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Substate Forecasts
Substate forecasts should be 
interpreted with even more caution 
than most economic projections. 
Substate forecasting is still a new 
development in regional economics. 
We are becoming more and more 
confident in our procedures, but 
we are still learning.
Since the same set of assumptions 
concerning the U.S. economy and 
most other factors underlie all 
substate forecasts, the projected 
trends are expected to be similar in 
the regions and urban areas. For 
example, projected growth rates 
may fluctuate in the same direction 
in all the regions and urban areas. 
Therefore, the interpretation of the 
substate forecasts emphasizes 
comparisons between and among 
areas rather than trends over time. 
For example, we will be more 
interested in identifying the area(s) 
expected to grow the fastest or the 
slowest, rather than the change in 
growth rates from one year to the 
next.
M ulticounty Regions. As 
shown in figure 21, the Southeast 
is expected to be the fastest 
growing, but not by much;
personal income is projected to rise 
1.9 percent per year and nonfarm 
labor income will increase 1.8 
percent per year. There are no 
clear differences between the 
Southeast and the West. Personal 
income is projected to increase 
faster in the West, while nonfarm 
labor income is expected to grow 
more rapidly in the Northeast.
U rban  Areas. The forecasts for 
the urban areas are shown in 
figures 22 and 23. In terms of both 
personal income and nonfarm labor 
income, Missoula, Yellowstone, and 
Lewis and Clark counties are all 
projected to grow faster than 




Why are we forecasting growth 
for Montana when we have been 
experiencing stability or declines? 
Looking back at the data for basic 
industries presented in figure 4, we 
see oil and gas exploration and 
railroads were the major cause of 
the decreases since 1985. Our 
forecasts assume that the declines 
cease in these two industries. If this
occurs, increases in mining, 
combined with expansions in 
several other sectors, will lead to 
the increases in nonfarm labor 
income and personal income.
On the other hand, what if oil 
and gas exploration and railroads 
continue to decline? Obviously, if 
nothing else happens, our forecasts 
would then be too high. These are 
two of the assumptions that 
underlie our forecasts. Other 
factors which could change and 
affect our forecasts are listed on the 
next page:
Figure 22
Projected Change in Nonfarm Labor Income 
Selected Montana Counties 
1989-1991
Source: University of Montana, Bureau o f Business and 
Economic Research, Economics Montana.
Note: Percent changes based on constant 1967 dollars.
Figure 23
Projected Change in Personal Income 
Selected Montana Counties 
1989-1991
Source: University of Montana, Bureau o f Business and 
Economic Research, Economics Montana.
Note: Percent changes based on constant 1987 dollars.
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NEGATIVE
Agriculture: The drought is not completely 
eliminated; moisture is still short in certain areas of 
eastern portions of the state. Long-run cattle prices 
appear to be heading downward. Montana cattlemen 
reduced their herds in response to the drought.
N ational recession: Economists predict a one- 
third chance of recession in 1989, with increasing risk 
thereafter. Most likely scenario involves a free fall of 
the dollar in international money markets, leading to 
increased interest rates in the United States. A 
recession would primarily affect wood products and 
other cyclic industries.
Further p lan t closures and employee layoffs: 
The future remains uncertain for some of Montana’s 
major industrial sites. Many are old, some operate in 
volatile resource markets, and others may face 
increased international competition. Most basic 
industries will continue to become less labor intensive 
because of technological and structural changes.
C ontinued decline in  w orld oil prices: The 
United States is a high cost producer and domestic 
production will continue to suffer from price declines.
D eceleration in M ontana’s service industry 
growth: Rapid growth in health care and certain 
other services may not continue.
POSITIVE
Agriculture: World wheat stocks are down and 
the outlook for prices is encouraging.
Increase in building: Construction activity in 
Montana has been minimal, even taking account of 
the depressed economy, net outmigration, and the 
completion of several major projects. Just a return to 
“normal” levels would significantly increase labor 
income.
Rising w orld oil prices: The recent agreement 
among OPEC members may result in rising crude oil 
prices, which would quickly lead to increased 
exploration in Montana.
C ontinued paym ent of wage bonuses: A 
number of firms have announced sizable bonuses for 
their employees. This innovative form of compensation 
represents an increase in basic labor income.
Faster grow th mining: The forecasts do not 
include many projects which have been announced, 
but are still in the planning stages. As these mines 
approach operational status, they will be incorporated 
into the forecasts.
The Oil and Gas 
Industry in Montana
by Larry D. Swanson
Bureau director of economic analysis 
Larry D. Swanson discussed 
Montana’s oil and gas industry and its 
contribution to the state’s economy.
Economic conditions for oil and gas drilling and production in the United States have seen 
dramatic swings over the course of 
the industry’s history. However, few 
have been more pronounced than 
the “boom” and “bust” experienced 
by the industry in the last ten 
years.
Much of the industry’s turmoil in 
recent years is linked to the 
nation’s dependence upon foreign 
oil sources. Each year, the United 
States consumes more petroleum 
than it produces. Since the 1970s, 
the United States has imported 
about 20-40 percent of the 
petroleum it uses. Most is imported 
from OPEC-member countries.
As indicated in figure 1, the cost 
of imported crude oil began to 
escalate rapidly in the early 1970s 
in the midst of the so-called 
“energy crisis.” After stabilizing for 
several years, another round of 
price increases began in 1979.
Before peaking in 1981, the cost of 
imported oil to U.S. refineries rose 
from about $4 per barrel in 1973 to 
over $37 per barrel in 1981 (current 
dollars not adjusted for inflation).
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Escalating prices for imported oil 
acted as a magnet for domestic 
crude oil prices, pulling them 
higher and higher. The refiner cost 
of domestic crude more than 
tripled between 1978 and 1981, 
going from under $11 per barrel to 
over $34 (current dollars).
While these price increases 
stimulated oil drilling and 
production in the United States, 
they also softened the demand for 
petroleum products. Passenger car 
fuel efficiency rose steadily. 
Additional efficiency gains were 
being made throughout the 
economy. Hence, an oil glut 
developed and crude oil prices 
began a precipitous decline in 1982.
In 1986 prices collapsed, sending 
the oil and gas production industry 
into an economic tailspin.
The wellhead price of natural gas 
in the United States increased 
markedly through the 1970s and 
early 1980s. However, since 1984 
natural gas prices also have 
declined.
The level of oil and gas 
exploration and drilling is largely 
governed by changing price 
conditions for oil and gas. 
Exploratory drilling in the United 
States nearly doubled between 1976 
and 1981, while oil and gas prices 
were rising. With falling prices in 
the years that followed, exploratory 
drilling was drastically curtailed 
throughout the nation, reaching 




As indicated in figure 2, the wellhead price of crude oil produced in Montana has closely 
followed oil prices nationally. After 
hovering at about $16 per barrel in 
inflation-ad justed dollars for several 
years in the latter part of the 1970s,
■ In 1986 prices collapsed\ sending the oil 
and gas production industry into an economic 
tailspin.
the price skyrocketed to over $43 in 
1981. The price declined sharply in 
subsequent years before plummeting 
to under $14 per barrel in 1986.
The wellhead price of natural gas 
in Montana peaked in 1983 and 
1984 at about $2.70 per Mcf 
(thousand cubic feet of gas). By 
1987, the average price for gas 
produced in the state had fallen by 
nearly $1 (inflation-adjusted 
dollars).
Exploratory oil and gas drilling in 
Montana more than doubled 
between 1979 and 1981, reaching an 
all-time high for the state. Drilling 
in known oil and gas fields 
increased similarly, pushing the 
total number of oil and gas wells 
drilled in the state to about 1,150 
in 1981. However, this high level of 
interest in developing Montana’s oil 
and gas resources was short-lived as 
oil and gas prices fell.
Oil and Gas Production 
in Montana
While oil and gas drilling in the 
state has been quite volatile, 
production levels for oil and gas 
have been much more stable. As 
indicated in figure 4, crude oil 
production in Montana peaked 
sometime ago, occurring in 1968 
shortly after rapid expansion in the 
Powder River Basin of southeastern 
Montana. Since then, production 
has increased in some years while 
decreasing in others. The general 
trend, however, is one of gradually 
declining production. Most of the 
decline is occurring in the Powder 
River Basin, particularly since 1978.
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Natural gas production in 
Montana peaked in 1973. Sharp 
declines occurred in 1974 and 1975, 
but since then the general trend in
natural gas production is one of 
gradually increasing production 
(although production declined 
sharply again in 1986).
Value of Oil and Gas 
Production
The wellhead value of oil and gas 
production in the state is shown in 
figure 6. The annual value of 
production in inflation-adjusted 
dollars fluctuated between $500 and 
$600 million from 1974 to 1978, 
before oil prices escalated. In 1981, 
the value jumped to almost $1.5 
billion. This tremendous increase in 
value was almost entirely 
attributable to higher energy prices, 
since crude oil production in 1976 
and 1977 was actually greater than 
in 1981.
With falling oil and gas prices 
and slightly lower production, the 
wellhead value of oil and gas fell to 
$485 million in 1986, a 67 percent 
decline from 1981. Crude oil prices 
improved somewhat in 1987 and 
the value of production rebounded 
slightly to $500 million, a level still 
only about one-third the value 
achieved at the height of the 
industry’s boom.
The value of state crude oil 
production is considerably higher
than the value of natural gas 
production. In 1981, oil accounted 
for more than 90 percent of the 
combined value of oil and gas 
production. In 1987, crude oil’s 
share dropped to just over 80 
percent.
Crude Oil Refining in 
Montana
The extreme swings in economic 
conditions governing oil and gas 
production also have posed some 
problems for firms engaged in oil 
refining. After increasing steadily 
for more than twenty years, the 
daily flow of oil and other inputs 
to U.S. refineries began to decline 
in 1979, reflecting softening energy 
demand. Meanwhile, refinery 
capacity continued to increase, as 
depicted in figure 7. This resulted 
in the closure of many older 
refineries around the country.
Several oil refineries were shut 
down in Montana, reducing the 
total in the state from seven to 
four. However, since 1981 the 
amount of crude oil being refined 
in Montana has been stable or 
gradually increasing. The state’s 
three largest oil refineries are in the 
Billings area, with the fourth in 
Great Falls.
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Contribution to 
Montana's Economic Base
Overall levels of employment and 
income in Montana’s oil and gas 
industry have varied considerably 
with economic conditions. Industry 
employment is heavily influenced 
by the level of drilling which, as 
mentioned previously, has varied 
tremendously in recent years.
About 2,500 workers were 
employed in oil and gas exploration 
and production in 1976, several 
years before the industry boom 
began. By 1981, employment in this 
segment of the industry swelled to 
nearly 7,300 persons, including 
both wage and salary employees 
and self-employed persons. Earnings 
by these workers, or what is 
referred to as labor income, reached 
over $234 million (inflation-adjusted 
dollars) as drilling expanded in the 
state.
After subsequent years of falling 
oil prices, drilling activity dropped 
to the lowest level in years and 
employment in oil and gas 
exploration and production fell 
back to about 2,500 workers in 
1987. Labor income by these 
workers fell to about $58 million in 
the process.
Among refineries and pipeline 
operations in the state, total 
employment declined from over 
1,170 workers in 1981 to about 834 
workers in 1987. Labor income in 
this segment of the oil and gas 
industry fell by about $16 million 
as a result.
Looking at the combined 
employment in oil and gas 
exploration and production, and 
petroleum refineries and pipelines 
as shown in figure 8, these declines 
resulted in a 66 percent reduction 
in labor income for the industry as 
a whole between 1981 and 1987. 
Table 2 highlights how these 
changes impacted wage and salary 
employment in various segments of 
the industry. Wage and salary 
payments on a per-worker basis are 
among the highest in the state for 
refinery and pipeline workers, 
averaging about $35,500 in 1987. 
Wages or salaries for workers in oil 
and gas exploration and production 
averaged $25,000 per worker.
These figures clearly show that 
the oil and gas industry’s 
contribution to Montana’s overall 
economic base has varied 
considerably as conditions in the 
industry have changed. Figure 9
Table 1 
Crude Oil Refining 
Montana
1 9 7 6 , 1 9 8 1  & 1 9 8 7
1976 1981 1987
C rude oil p roduced  in  M ontana  
(thousand  barrels) 32,814 30,813 25,104
Percen t refined  in  M ontana  
Refineries 26% 28% 20%
C rude  oil refined  in  M ontana  
(thousand  barrels)* 50,322 38,801 42,988
N um ber of opera ting  refineries 
in M ontana 7 6 4
Ratio o f oil refined  to  oil 
P roduced  in M ontana 1.53 1.26 1.71
Source: Montana Department o f Natural Resources & Conservation,
Oil & Gas Conservation Division, Annuel Reviews.
aMost of the crude oil refined in Montana is extracted in Canada and
Wyoming.
relates labor income in the oil and 
gas industry to total labor income 
by all of the state’s nonfarm basic 
industries. At the peak of drilling 
and employment in 1981, the oil 
and gas industry was one of the 
state’s largest industries and 
accounted for about 17 percent of 
Montana’s nonfarm economic base. 
In 1987, when drilling activity 
sagged, the industry’s share of the 
nonfarm economic base declined to 
about 7 percent, a percentage 
slightly lower than in 1976.
Figure 8




The Oil & Gas Industry’s Share of 
Montana’s Nonfarm Economic Base 
Labor Income 
1976,1981 & 1987
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Table 2
Wage & Salary Employment and Payments 
O il & Gas Industry, Montana 
1976,1981 & 1987
— Wage and Salary Employment8 -  -------------------------- Wages and Salaries-------------------------
Number of Employees Thousands of 1987 Dollars-----  ~  Percent Change*
Oil and gas exploration
1976 1981 1987 1976 1981 1987 1976-81 1981-87
and production 
Petroleum refineries
2,104 6,852 2,008 $54,267 $193,227 $50,111 +258% -  74%
and petroleum pipelines 
Gas storage, transmission,
1,175 1,186 850 37,205 40,435 30,222 + 9% •25%
distribution, and utility 
services including gas 
distribution"
640 664 610 15,560 17,020 16,507 + 9% -3%
TOTAL 3,919 8,702 3,468 $107,032 $250,682 $96,840 + 134% •61%
Source: Montana Department of Labor and Industry, Research and Analysis Bureau.
“ All workers covered by the state unemployment insurance program (excludes the self-employed and contract workers not covered 
by state unemployment Insurance).
^Includes a ll establishments in some aspect of natural gas storage, transmission and/or distribution.
Table 3
State and Local Taxes and other Payments 
Montana O il and Gas Producers 
Selected Fiscal Years 
(Thousands of D ollars)
State taxes and payments 
Severance Taxes 
Crude O il 
Natural Gas 
LPG
Oil and gas producer 
priv. and lie . taxes 
Resource Indemnity 
taxes (oil and gas)
Corp. income taxes
by o il and gas producers 
University m ill levy
Other payments 
Lease and bonus payments 
Royalties from state lands 
State royalties from 
federal lands
Local property taxes 
(taxes on o il and gas 































































Note: NA denotes not available.
Source: Montana Departments o f Revenue, State Lands, and Natural Resources and Conservation: U.S. 
Department of Interior, Mineral Management Service; and University of Montana, Bureau o f Business and 
economic Research.
Fiscal Impacts of 
Changing 
Conditions in the 
Industry
O il and gas producers pay several forms of state taxes, based upon the value of oil 
and gas production. These include 
state severance taxes, resource 
indemnity taxes, privilege and 
license taxes, and corporate income 
taxes. A portion of the property 
taxes levied on oil and gas 
production also is collected by the 
state as part of the Montana 
University System mill levy. State 
government also collects lease and 
royalty payments for oil and gas 
production on state and federal 
lands in Montana.
As indicated in table 3, total tax 
payments made to the state by oil 
and gas producers increased from 
an estimated $12.2 million in fiscal 
year 1976 to more than $72 million 
in fiscal 1982 (in current dollars). 
These figures are shown in the 
table’s subtotal. In fiscal year 1988, 
after the value of oil and gas 
production fell considerably, these 
state tax revenue sources fell to 
$27.4 million. A decline in oil 
severance tax revenues largely 
accounted for this overall decrease.
As indicated in the next subtotal 
of the table, state receipts of oil 
and gas lease and royalty payments 
went from an estimated $8 million 
in 1976 to nearly $61 million in 
1981 (again, in current dollars). 
However, this source of state funds 
also plunged in subsequent years as 
oil prices fell, dropped to about 
$13.5 million in both 1987 and 
1988.
Tax, lease, and royalty payments 
by oil and gas producers combined 
amounted to over $95 million in 
fiscal 1981 and $110 million in fiscal 
1982. As indicated in figure 10, 
these payments accounted for about 
15 percent of all state revenues in
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Figure 10
Tax and Other Revenues of State Government 
Montana 




Sourcos: U. S. Department of Commerce, Bureau of the Census; 
Montana Department of Revenue; and University of Montana, 
Bureau of Business and Economic Research.
Notes: Includes all state revenues except intergovernmental 
transfers, tuition charges, and payments into state programs for 
retirement, unemployment and workmen's compensation.
Figure 11





Sources; Montana Department of Revenue and University of 
Montana, Bureau of Business and Economic Research.
Note: Oil and gas producers' contributions Include property taxes 
levied on net proceeds and royalties. Property taxes paid on the 
taxable value of business property are excluded.
1982. In fiscal year 1987, the 
combined value of these payments 
amounted to $42 million and 
accounted for about 5 percent of 
all state revenues.
In addition to these payments to 
state government, oil and gas 
producers contribute heavily to the 
revenues of local governments in 
Montana, particularly in those 
counties where oil and gas 
production is greatest. Property 
taxes are levied on the value of oil 
and gas net proceeds and most of 
the property taxes collected in the 
state go to support local 
governments. As indicated in figure 
11, taxes on oil and gas net 
proceeds and royalties accounted 
for 16 percent of all property taxes 
levied in the state in 1982. In 1987, 
this fell to half this percentage, or 8 
percent. Hence, ups and downs in 
the oil and gas industry have had 
significant fiscal implications for 
state and local government.
Outlook
In the last two years, there has been some improvement in oil prices, and the free fall experienced 
by the oil and gas industry since 
1981 has eased. Oil price forecasts 
seem to revolve around what 
OPEC-member nations may or may
not do. OPEC nations recently 
agreed to pursue a benchmark price 
for oil of about $18 per barrel. If 
this is achieved, the wellhead price 
of crude oil in Montana could 
reach $20 per barrel, a level that 
would rekindle considerable interest 
in oil and gas exploration and 
drilling. □
The Nonfuel Minerals 
Industry in Montana
By Larry D. Swanson
Larry Swanson continued his look at 
the state’s natural resource industries 
with an examination of the nonfuel 
minerals industry.
The mining industry in Montana as a whole is quite large and contains several distinct subsectors. 
It includes mining metals such as 
gold, silver, copper, and lead, and 
a wide array of nonmetal minerals 
such as vermiculite, talc, bentonite, 
barite, and common construction 
sand and gravel. It also includes 
mining fuels, such as coal.
Extraction of fuels such as oil and 
gas also is generally considered part 
of the mining industry. This 
discussion focuses on mining 
Montana’s metals and other 
nonfiiel minerals.
After more than a decade of 
general decline, the state’s nonfiiel 
mineral mining industry is in the 
midst of an economic resurgence. 
As indicated in figure 1, the value 
of all nonfiiel minerals produced 
has been increasing since hitting a 
low in 1985 of $212 million (real 
dollars). After a general turnaround 
in 1986, the total value of 
production has increased by about 
50 percent in each of the last two 
years, reaching $553 million in 
1988. With the exception of only 
one year, this is the highest level 
achieved by the industry since 
1970.
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I  The state ranks third in silver production 
and fourth in both gold and copper production.
The recent resurgence is largely 
attributable to improving prices for 
gold, copper, and other metals; 
increasing gold and silver 
production; resumption and 
expansion of copper-molybdenum 
mining at Butte; and 
commencement of several new 






W hile the overall value of nonfuel minerals pro- duction is rebounding to levels 
similar to those of the early 1970s, 
the composition of production has 
changed considerably. As indicated 
in figure 2, copper production once 
dominated the industry, accounting 
for over 70 percent of the value of 
all nonfuel minerals produced in 
1970. By 1980, copper’s share of 
production value had dropped to 
30 percent and, by 1985, had sunk 
to 11 percent, largely as a result of 
suspension of operations by the 
Anaconda Company in Butte.
Although recent data is withheld 
for proprietary reasons, copper 
production and value has 
rebounded with higher prices and 
resumption of mining in Butte by 
Montana Resources (MRI).
The role of gold and silver 
production in the industry has 
grown considerably over time.
While only a small fraction of the 
industry during much of the 1970s, 
the value of gold and silver 
production shot up from $80 
million in 1985 to $184 million in 
1988 and now accounts for one- 
third of the industry’s production 
value.
Metal mining as a whole has 
accounted for about 60 percent of 
the industry’s production value 
during the 1980s. However, with
the recent surge in metal mining, it 
now accounts for over 75 percent 
of the industry.
In 1985, Montana ranked thirty- 
second nationally in the value of 
all nonfuel minerals produced. 
However, the industry’s resurgence 
pushed the state to twenty-fifth in 
1987 and higher in 1988. The state 
ranks third in silver production 





Between the mid-1970s and early 1980s, employment in nonfuel mineral mining varied between 
3,100 and 3,600 workers, including 
both wage and salary employees 
and self-employed persons. Mining 
employment declined to about 
2,500 workers in 1985 before 
rebounding to over 3,200 workers 
in 1987 (largely as a result of a 65 
percent increase in metal mining 
and exploration employment).
Employment in the refining of 
nonfuel minerals produced by 
Montana mines (which excludes 
those employed by the aluminum 
plant in Columbia Falls) fell from 
over 1,300 workers in 1980 to 
under 500 in 1982. Most of the loss 
resulted from the closing of two 
copper refining facilities during the 
period. Since then, employment in 
this “value-added” industry segment 
has generally stabilized.
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Labor income or earnings by 
hired and self-employed workers in 
the industry has varied with these 
changes in employment. As shown 
in figure 3, labor income by the 
nonfuel minerals industry as a 
whole fell from $188 million in 
1976 to $148 million in 1981, with 
declines in primary metals refining. 
Labor income fell to $78 million in 
1985 largely as a result of declines 
in metal mining. Gains in metal 
mining labor income of $23 million 
since then pushed total labor 
income for the industry to $96 
million in 1987.
Table 2 highlights how these 
changes affected wage and salary 
employees only in various segments 
of the industry. In 1987, the typical 
wage and salary worker employed 
in mining earned $27,000 and 
$28,000 a year. Annual pay for 
workers in metal refining averaged
$21,500.
The nonfuel mineral industry’s 
share of Montana’s economic base 
has been steadily shrinking over 
time. Figure 4 relates labor income
■ The nonfuel 
mineral industry's 
share of Montana's 
economic base has 
been steadily shrinking 
over time.
in the nonfuel minerals industry to 
total labor income by all of 
Montana’s nonfarm basic 
industries. The nonfuel mineral 
industry’s share of the economic 
base fell from 12 percent in 1976 to 
9 percent in 1981 and to 7 percent 
in 1987.
How far the industry’s current 
resurgence may go in reversing this 
trend and re-establishing nonfuel 
mineral mining and production in 
the state’s economy remains to be 
seen. P
Figure 3
Labor Incom e in  the  N onfuel M inera ls Industry 
M ontana 
1976-1987
Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis and University of Montana, Bureau of 
Business and Economic Research.
Figure 4
The Nonfuel M ineral Industry’s Share o f M ontana’s 
Nonfarm  Econom ic Base 




Sources: U.S. Department of Commerce, Bureau of 
Economic Analysis and University of Montana, Bureau of 
Business and Economic Research.
Table 2  
Wage and Salary 
Employment and Payments 
Nonfuel Minerals Industry, Montana 
1980,1985 & 1987
Wage and Salary 
Employment8 
Number of Employees
W ages and Salaries 
—Thous. of 1987 Dollars- Percent
1980 1985 1987 1980 1985 1987
Change
85-87
Metal mining 1,912 938 1,709 63,846 28,492 48,078 +69%
Gold and silver 394 723 928 $9,556 $20,705 $24,776 +20%
Other metal mining" 1,307 96 544 48,623 3,533 15,449 +337%
Metal mining services 211 119 237 5,667 4,254 7,853 +85%
Nonmetal mining 
Construction sand and
843 1026 919 21,435 33,022 24,951 -24%
gravel, crushed stone 168 299 236 4,582 8,376 6,699 -20%
Other nonmetal mining® 675 727 683 16,853 24,646 18,252 -26%
Primary metals refining" 1,307 405 407 42,653 10,662 8,759 -18%
TOTAL 4,062 2,369 3,035 127,934 72,176 $81,788 + 13%
Source: Montana Department of Labor and Industry, Research and Analysis Bureau.
aAII workers covered by the state unemployment insurance program (excludes the self-employed).
^Includes mining of copper and other metals.
in c lu d es  mining of talc, vermlculite, phosphate rock, dimension stone, and other nonmetal minerals. 
^Includes only the refining of minerals mined in Montana (excludes aluminum processing).





By Charles E. Keegan III
Bureau director of forest products 
industry research Charles E. Keegan 
III assessed the state’s forest products 
industry.
This discussion concerns what is commonly referred to as the primary forest products industry. 
This industry includes plants that 
process timber into primary 
products and also plants that 
process wood fiber residue from 
those mills.
Montana’s primary forest 
products industry consists of some 
200 to 250 plants that produce a 
wide variety of products, including:
•  Lumber and sawn products;
• Plywood;
• Pulp and paper;
• Particleboard and fiberboard;
• House logs;
•  Posts, poles, and tree props; 
and
•  Cedar products.
More than 95 percent of the 
activity measured by sales, 
employment, or wood fiber 
processed is in three general 
categories. These are sawmills 
producing lumber, plywood plants, 
and users of residue from sawmills 
and plywood plants. These would 
be the pulp and paper mill, and





The conversion of timber into primary products is a significant industry in Montana. In 
1987, the industry had estimated 
sales of just over $900 million.
Virtually all of these sales were 
to consumers outside of Montana, 
making the forest products industry 
a basic or export industry. These 
are industries that bring money 
into the state and drive the 
economy.
The largest single expenditure by 
the forest products industry is on 
employees. In 1987, the industry 
employed more than 10,000 
workers; these workers earned an 
estimated $250 million in labor 
income. The industry is one of the 
largest components of Montana’s 
economic base. It accounts for 
approximately 15 percent of the 
state’s economic base, and in the 
seven western counties indicated in 
the map, the industry provides 40 
to 50 percent of the economic base.
To put things in a national 
perspective and indicate how this 
region would rank in terms of 
dependency on the primary forest 
products industry, we looked at the 
percent of total labor income 
provided by the forest products 
industry. We found that with the 
possible exception of the timber- 
producing regions in Oregon, there 
is no large region in the United 
States that is more dependent on 
the primary forest products 
industry than is the contiguous 
region encompassing western 
Montana and northern Idaho. 
There are regions, such as the 
southeastern United States, in 
which the total size of the forest
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products industry is larger, but the 
total economies in those areas are 
much larger and more diversified. 
Therefore, those areas are not 
nearly as dependent on the primary 
forest products industry as is this 
region.
The 1980s
To understand the current 
situation in the forest products 
industry, it is helpful to look back 
over the last decade. This was a 
period of real extremes, as 
indicated by figures 1-3.
The late 1970s produced perhaps 
the best wood products markets 
ever. These very strong markets 
abruptly ended in late 1979. The 
industry then entered a six-year 
period, late 1979 through 1985, 
that was without doubt the most 
difficult extended operating period 
for the forest products industry 
since the Great Depression.
That six-year period began with a 
sharp drop in the U.S. housing 
and construction industries that 
actually started in the last quarter 
of 1979. These recession levels in 
the national construction industry 
ended in the last quarter of 1982. 
The years 1983 through 1985 were 
a strange period, with record levels 
of wood products consumption in 
the United States in 1984 and 
1985, but very low prices.
A big factor during that period 
was the high value of the 
U.S. dollar, which made it very 
difficult for U.S. producers to sell 
overseas and easier for foreign 
producers to sell in the United 
States. Markets improved in 1986 
and 1987, with continued high 
consumption and a lower-valued 
U.S. dollar.
The industry responded with 
record sales and production, as 
illustrated in figures 1-3. The over 
$900 million in sales last year by 
Montana’s industry was a record, 
even in inflation-adjusted dollars 
(figure 3). As figure 1 indicates,
1986 and 1987 were both years of
record lumber production in 
Montana. The previous record was 
set back in 1969.
As figure 2 indicates, 1987 was a 
year of record plywood 
production—exceeding the previous 
high set in 1978. Other major 
components of the industry, pulp 
and paper, particleboard, and 
fiberboard, expanded during the 
1980s and set new production 
and/or sales records in 1986 and 
1987.
Based on production and sales, 
1986 and 1987 could be considered 
very good years for the forest 
products industry in Montana. 
Those years illustrate growth in the 
forest products industry in spite of 
very difficult market conditions. 
Employment throughout the state, 
on the other hand, was some 1,500 
to 2,000 workers lower in 1987 
than in 1979. This was due 
primarily to mechanization and 
some changes in industry structure.
The losses in employment were 
mostly in western Montana. In 
southwestern Montana, there has 
been an actual small increase in 
employment, due to a doubling of 
lumber production since the late 
1970s.
A major factor in achieving 
record production and explaining 
the employment losses has been 
substantial reductions in 
manufacturing costs (figure 4). This 
was brought on primarily by 
dramatic increases in output per 
worker as average annual output of 
lumber per worker at Montana 
sawmills (figure 5) rose over 80 
percent from 1979 to 1987. Annual 
plywood output per production 
worker was more than 50 percent 
greater in 1987 than in 1982.
To summarize, dramatic increases 
in output per worker led to 
reduced manufacturing costs and 
unfortunate but necessary 
reductions in employment 
statewide.
Following six difficult years then, 
1986 and 1987 were reasonably
good years for wood and paper 





Source: Western Wood Products Association, Stetisticel 






Sales Value of Wood and Paper Products 
Montana 
1976-1988
Sources: University of Montana, Bureau of Business and 
Economic Research, Current Forest Industries Information 
System and Western Wood Products Association, Stetlsdcel 
Yeerbook o t the Western Lumber Industry.
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1988 and Beyond
Looking at 1988, the major factor 
affecting the industry in Montana 
was the summer strikes.
From June through September, 
strikes occurred at mills, affecting 
20 percent of Montana’s sawmill 
capacity and 50 percent of the 
state’s plywood capacity. Strikes 
took place in seven western 
counties with the largest impact in 
Lincoln and Missoula counties.
Markets in 1988 were reasonably 
good—the non-striking mills had 
high production levels. Without the 
strikes, I believe 1988 production 
levels may have exceeded record 
1987 levels. Because of the strikes, 
it appears lumber and plywood 
production will be 10 to 15 percent 
lower than 1987 and payrolls will 
be down by $10 million.
The baseline forecasts Paul Polzin 
referred to earlier indicate slightly 
weaker wood products markets in 
1989 based on a slight increase in 
interest rates. The baseline 
projection then is for improving 
market conditions in 1990 and 
1991. Given this forecast, market 
conditions would indicate high 
production by Montana mills. This 
is the baseline forecast and foresees 
no recession. As Paul explained, 
WEFA sees a one in three chance 
for a recession this year and an 
even chance in 1990. A recession 
would have a large negative impact 
on the industry.
In spite of job losses, on a
percentage basis, the forest 
products industry comprised a 
larger portion of Montana’s 
economic base in the 1980s than it 
did in the 1970s. Unfortunately, 
this is because other major basic 
industries such as mining, 
transportation, and agriculture 
have experienced even larger losses 
than wood products.
Looking to the future, continuing 
mechanization and changing 
industry structure should cause a 
continuing, though gradual, 
decrease in total employment 
statewide, given the volume of 
timber harvested and processed 
remains constant. For example, 
Champion’s large log sawmill is 
being renovated to process small 
logs; it will use 50 fewer workers, 
processing the same volume of 
timber.
Considering additional 
employment that might be 
developed from the forest products 
industry, two areas come to mind.
One is the area of “value added” 
which has received so much 
attention recently. This literally 
means adding value to the wood 
products before they leave the 
state, and it is one area where 
some employment growth may 
occur. I am optimistic, but we need 
to keep in mind that value added 
in the wood products industry is 
not a new idea in this state. It will 
take some real innovative thinking 
to bring about major developments.
The second area which comes to
mind is further expansion in the 
residue utilizing sector. The high 
lumber production levels for the 
last few years have generated large 
surpluses of mill residue. The most 
likely developments would be in 
reconstituted board plants or 
energy facilities. Markets would 
have to exist, of course, but a 
major expansion in the residue 
utilizing sector would also require 
confidence that the sawmill 
capacity in the state can be 
maintained.
Timber supply, however, has 
more immediate potential to affect 
employment than do 
mechanization and changes in 
industry structure. Some items that 
point to potential timber supply 
problems are:
• Lack of resolution of the 
wilderness bill;
• Forest plan and individual 
timber sale appeals;
• High harvest levels on 
industrial timberlands;
• U.S. Forest Service timber sale 
layout and road building 
budgets;
• Expansion of the production 
capacity in parts of the state; 
and
• Lower planned harvest on 
some national forests.
Certainly, the decision on the 
future of the Intermountain sawmill 
in Missoula will be based on timber 
supply. Shortages have continued 
to affect the Darby Lumber Co. 
mill. A sawmill will close in Dillion 
in March.
So that I don’t end on a 
pessimistic note, let me give some 
long term reasons for optimism 
about Montana’s forest products 
industry:
•  Montana timber produces high 
quality products.
•  Demand for those products is 
projected to increase.
•  Production costs are down.
Given timber supply can be
stabilized, Montana can expect to 
have a strong timber industry in 
the future. □
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The 1989 Montana 
Consumer Outlook: 
Increased Optimism
By M ary L. Lenihan
Quarterly editor and Bureau research 
administrator Mary L. Lenihan 
summarized the 1989 consumer 
outlook.
Consumers nationally have been feeling upbeat recently, and Montana consumers are no 
different. The Bureau’s Montana 
Index of Consumer Sentiment rose 
in December to its highest level in 
four years.
Economists closely monitor 
consumer attitudes because 
consumer spending accounts for 
two-thirds of the gross national 
product, the broadest measure of 
the economy’s growth. A sharp 
drop in consumer spending could 
send the economy into a tailspin. 
Since consumer attitudes indicate 
consumers’ willingness to buy, 
economists watch for changes in 
those attitudes.
Since no one was monitoring 
consumer attitudes at the state 
level, the Bureau began to do so in 
1982. We conduct twice-yearly 
telephone surveys of Montana 
consumers, in conjunction with the 
Montana Poll. The Poll is a public 
opinion poll we conduct regularly 
in conjunction with the Great Falls 
Tribune.
The Index
To measure Montanans’consumer attitudes, we created the Montana Index of Consumer 
Sentiment. It is a composite 
measure of how consumers are 
feeling. It consists of the answers to 
five questions asked of a 
representative sample of Montana 
adults. The questions ask 
Montanans how their own 
household fared financially in the 
past year; if they expect their 
household economic situation to 
improve in the next twelve 
months; how they expect the 
state’s economy to do in the next 
twelve months and the next five 
years; and if they think the next 
six months would be a good time 
to buy major household items such 
as furniture and appliances.
Figure 1 shows how the Index 
has changed. Consumer attitudes 
rose in 1983 and 1984 as the state 
began to recover from the 
recessions of the early 1980s. As 
that recovery slowed, consumer 
sentiments dropped. It’s only been 
in the last twelve months that 
consumer sentiments again reached 
the levels of the mid-1980s.
The statewide figures mask some 
regional differences. While the 
overall trend in the Index figures— 
up or down—usually have been the 
same across the state, the 
sentiments in the three regions we 
use for analysis have varied in the
degree of change. Recently, for 
example, it was western Montanans 
who were feeling better about the 
economy. More about these 
regional differences shortly.
Changes
I n studying the Index figures over the last six years, we’ve identified the key factor for changes, up or 
down, in Montanans’ consumer 
attitudes. That factor is 
Montanans’ attitudes concerning 
the state’s long-term and short-term 
economic prospects.
Montanans’ own personal 
financial situations, and their 
expectations for improvement, 
haven’t changed much over the 
years. Another question included 
in the Index—whether it’s a good
Figure 1 




Source: University of Montana, Bureau of Business and 
Economic Research, Survey of Consumer Sentiment and the 
Montana Poll.
time or a bad time to buy major 
household items—has shown some 
variation, but not much. The 
biggest changes have occurred in 
the attitudes toward the state’s one- 
year and five-year economic 
outlook, especially the one-year 
outlook.
For example, in December 1987, 
only one-fourth of Montanans said 
they thought the state’s economy 
would do well in the coming 
months. Half expressed a 
pessimistic view. In December 1988, 
however, 39 percent said they 
thought the state’s economy would 
do well in 1989. Forty-two percent 
had a negative view.
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There were similar proportions 
on the five-year outlook, though 
the base figures for comparison, 
from December 1987, were a little 
higher, so the change was not as 
great.
The high water mark for the 
Index, December 1983, had 
identical figures for the five-year 
outlook, and even higher 
proportions for the positive one- 
year outlook. So, at least for the 
1980s, it was Montanans’ 
expectations about the state’s 
economy that have determined 
their overall consumer outlook.
We watched over the years to see 
if the timing of the changes in 
consumer attitudes corresponded to 
important national events, and we 
found no correlation. Even the 
stock market crash last year had 
no effect.
So we think that in expressing 
their views, Montana consumers 
are responding to the statewide and 
regional economic situation.
Regional Differences
Moving on to regional 
differences, we’ve definitely seen 
some over the years, and our latest 
survey is no exception. The regions 
we use to study consumer attitudes 
are identical to the multicounty 
regions used in our forecasts. 
Missoula, Kalispell, and Butte are 
all in the west region; Helena and 
Great Falls are in the northeast 
region; and Billings is in the 
southeast region.
For the most part we’ve seen the 
same general trend among the 
regions. Usually consumer attitudes 
in all three change, up or down, 
concurrently.
But the degree of change varies. 
For example, in 1985 and 1986, 
when the declines in the oil and 
gas industry were becoming 
entrenched, we saw a drop in the 
statewide Index, and declines in all 
three regions. The biggest change 
came where you might expect, the
Southeast, where oil and gas are 
more important.
Similarly, over the past year, as 
the Index figure has climbed, we’ve 
seen a climb in all regions. But the 
biggest increase has been in the 
West, which has had the best 
economic news lately.
Figure 2 shows the individual 
trade area Index figures for 
1987-88. In December 1988, while 
the statewide figure was 110, it was 
108 in the Southeast, 106 in the 
Northeast, and 119 in the West.
When we think back to the 
statewide economic news in the last 
twelve months, we see that much 
of it concerned the West. This 
included events such as the 
settlement of the millworkers’ strike 
at several plants in western 
Montana, bonus checks to 
Montana Resources personnel in 
Butte and aluminum workers in 
Columbia Falls, new mining 
activity in the Libby-Troy area, 
and so on. That, coupled with the 
current healthy state of the wood 
products industry and increases in 
travel and tourism, add up to 
greater optimism.
Retail Sales
In addition to the personal and 
statewide outlook questions, our 
consumer surveys also ask 
Montanans about three specific 
consumer markets—automobiles, 
homes, and major household items.
Responses to the question about 
major household items are used in 
the calculation of the Index.
We don’t ask if Montanans are 
planning to make a purchase. We 
ask if the coming months would be 
a good time or a bad time for 
someone to buy these items.
Despite the climb in optimism 
toward the state’s economic 
prospects, Montanans could best be 
described as moderate in their 
outlook for the major household 
items market. In December, 50 
percent said the next six months 
would be a good time to buy. Just 
over one-fourth said it is a bad 
time to buy. These proportions 
have changed very little in the last 
few years.
In looking for demographic 
differences, we found the same 
regional differences we found on 
the state outlook questions. 
Residents of the west trade area 
showed the most enthusiasm, with 
56 percent saying it is a good time 
to buy and only 21 percent saying 
it is a bad time. Southeast area 
residents were a bit less 
enthusiastic, with 50 percent 
positive and 28 percent negative. 
Northeast area residents were less 
positive, with 48 percent saying it 
is a good time to buy and 34 
percent saying it is a bad time.
Attitudes toward homebuying are 
more rosy. Overall, in December 57 
percent said 1989 would be a good 
time for someone to buy a home. 
Twenty-nine percent gave a 
negative response.
Even so, these proportions are 
down just a bit from the figures 
recorded earlier in 1988.
On homebuying, the regions 
showed a somewhat different trend. 
More southeast region residents 
expressed enthusiasm for the 
housing market than did those 
from other areas, with 61 percent 
giving a favorable response. The 
northeast region was next, with 57 
percent, while the west region had
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52 percent saying it is a good time 
to buy a home. All three had 
similar proportions saying it is a 
bad time to buy—around 28 
percent.
On car buying, we saw no 
change in attitudes since mid-1988. 
Statewide, 44 percent said it is a 
good time to buy a new or used 
car. One-third said it is not. 
Enthusiasm for car buying has 
definitely cooled since the peak in 
attitudes that we saw in mid-1986, 
when very low interest rate 
financing and other incentives 
flooded the market, with great 
results.
Differences among the regions 
were less pronounced. West trade 
area consumers were more 
enthusiastic, with 49 percent giving 
a positive response, but the other 
trade areas were close behind, at 43 
percent. The west and northeast 
trade areas had similar proportions, 
29 percent, expressing a negative 
view. The southeast region had a 
larger negative group, 38 percent.
Political Differences
Since we have demographic 
information about the Montanans 
we interview, we always check to 
see if there are demographic 
patterns for each survey, or for the 
answers given to a particular 
question or set of questions over a 
period of time. Regional differences 
crop up frequently, due to the 
differences in the economic health 
of our large state’s rather diverse 
regions. But aside from the regional 
differences, we check to see if there 
are consistent differences of opinion 
among other groups. Among the 
other factors we examine are the 
respondents’ age, sex, education 
level, income level, and political 
preference.
Over the six years we’ve 
conducted these surveys, we’ve seen 
few consistent patterns. In 
December 1988, there was one.
Since 1988 was an election year, 
and since, for the first time in a
long time, Montana has a 
Republican governor at the same 
time we have a Republican 
president, it is perhaps not 
surprising that Montana 
Republicans are feeling quite a bit 
more optimistic about the economy 
than the Democrats are. Those 
who said they are Republicans, or 
lean in that direction, were more 
likely to express optimism on all 
seven consumer questions.
For example, in assessing the 
state’s economic prospects for the 
coming year, half the self-described 
Republicans expressed optimism. 
Only one-third of the Democrats 
did.
I doubt this pattern will last. 
Probably it’s just a reflection of 
post-election euphoria and 
disappointment. We’ll see if this 
pattern persists through mid-1989, 
when the new administration’s 
“honeymoon” period will either 
have ended or be nearing its end.
Summary
W hat can we conclude about Montana consumers’ current attitudes? Our Index shows 
that Montanans across the state 
are definitely more optimistic about 
the economy than they were a year 
ago. This optimism probably 
translates into some reasonably 
high expectations for 1989. One 
could also probably say that this 
optimism is a reflection of the good 
economic news we’ve had in the 
last six months. The fact that 
consumer feelings are considerably 
more optimistic in the western part 
of the state—where much of that 
good news originated — indicates 
that. Whether the increased 
optimism translates into increased 
consumer expenditures, or whether 
a good economic year materializes, 
remains to be seen. □
Keeping Montana 
Consumers Happy
by Susan Selig W allw ork
Bureau director of survey research 
Susan Selig Wallwork presented the 
luncheon address. She discussed 
Montana consumers’ retail buying 
habits and priorities.
Keeping Montana consumers happy is not always an easy task. I really don’t know any better 
than you how to keep them happy, 
but I can tell you something about 
how they assess their local retailing 
and about the extent to which 
they shop locally, or outside, and 
why.
In the Bureau’s December 1988 
Montana Poll, we asked a number 
of questions about shopping 
activity and about attitudes 
regarding local retail stores and 
local shopping.
Our questions focused on 
shopping for household and 
personal durables such as clothing 
and soft goods, furnishings, 
appliances, and sporting goods. We 
did not include automobiles or 
other big-ticket items, nor did we 
include consumables, like food and 
toiletries.
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Initially, we asked respondents 
about their 1988 expenditures for 
this kind of shopping. We asked 
them to estimate the proportions 
they spent in their local 
communities, in outside localities, 
and through mail order. From 
these data, we then estimated the 
degree of outshopping among 
Montana consumers.
By definition, outshopping occurs 
when consumers leave their local 
retail areas to make purchases in 
outside areas, usually nearby 
localities. In its most practical 
terms, this results in what is often 
called “retail leakage”—a leakage of 
retail revenues and profits, from 
the local areas to those outside 
localities. Most often, it’s leakage 
from the smaller to the larger trade 
centers, which, in turn, serves to 
reinforce any limitations already 
inherent in the smaller areas.
It is closely related to what Paul 
Polzin called trade center activities 
in the urban areas.
Outshopping has become a 
widespread phenomenon of much 
concern to both retailers and 
marketing researchers. It’s a topic 
worthy of considerable in-depth, 
technical research, and it’s certainly 
something we would like to 
research further, funding 
permitting.
I should caution, though, that 
our effort this time was more 
general and less extensive than 
much of the other outshopping 
research we’ve seen. Still, the 
results we do have are very similar, 
which assures us that our findings 
are not aberrations. We are seeing 
most of the same trends here in 
Montana.
Following somewhat the break­
downs used in other research, we 
classified people as inshoppers, 
moderate outshoppers, or heavy 
outshoppers.
Inshoppers were those who did 
little or no outshopping—in this 
case, less than 10 percent. 
Conversely, they did virtually all 
their shopping locally. Overall, 
about 30 percent of the 
respondents qualified as inshoppers, 
and a little over half of these (18 
percent overall) claimed they did 
no outshopping at all.
M oderate outshoppers did 
between 10 and 49 percent of their 
shopping outside. Overall, 33 
percent qualified as moderate 
outshoppers.
The last group, heavy 
outshoppers, did 50 percent or 
more of their shopping in outside 
localities. Overall, 37 percent 
qualified as heavy outshoppers; 
about 5 percent claimed all their 
shopping was outside.
When I refer to the incidence of 
outshopping, I mean the number of 
persons who did it, the frequency. 
And when I refer to the amount of 
outshopping, I mean the 
proportion of dollars spent.
Who Are The 
Outshoppers?
O ther research has found some demographic charac­teristics to be significant indicators 
of outshopping, most notably age 
and income. Outshoppers tend to 
be younger and more affluent, and 
our Montana results coincide.
The median age among Montana 
inshoppers was forty-eight years; 
among outshoppers, it was thirty- 
nine to forty years of age. In 
particular, those between twenty- 
five and forty-four years of age 
(most of whom are “baby 
boomers”) did the most 
outshopping, in both incidence and 
amount.
As for income, outshopping 
increased as household income 
increased. Among inshoppers, the 
median 1988 income was about
$19,000. Among outshoppers, it 
was over $24,000.
Similar to other research, we 
found that outshopping declined as 
length of residence in the 
community increased. Outshopping 
was highest among Montanans 
whose tenure in their communities 
was under ten years. Among 
outshoppers overall, the median 
length of residence was about 
sixteen years. Among inshoppers, it 
was thirty years.
Research from other areas has 
shown mixed results in terms of 
household size and education. In 
our case, outshopping tended to 
increase as household size and 
education increased. Average 
household size among inshoppers 
was about two persons; among 
outshoppers, it was about three 
persons. College graduates in 
Montana, by comparison, did more 
outshopping than did those with 
less formal education. However, 
they only represent about one-fifth 
of the adult population at present.
Other research has found less 
outshopping among persons with 
children under age six, compared 
to those with no children under 
six, but we found the reverse in 
Montana—more outshopping 
among those with children under 
ix. However, this group is also a 
small part of the overall population 
(less than one-fifth).
Since our quarterly Montana Poll 
routinely collects other 
demographic information, we 
looked at some other items as well 
— political preference, for 
example—though Pm hard-pressed 
to explain what that might have to 
do with shopping behavior. 
Actually, Democrats, independents, 
and Republicans exhibited no 
significant differences. Libertarians, 
on the other hand, practically 
jumped off the charts—they all 
qualified as very heavy 
outshoppers. The catch is, there 
aren’t too many of them in the
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I  Men had a higher incidence of outshopping, 
while among women; the proportion of 
expenditures was larger. So, one could say that 
more men do it, but women do it in a bigger 
way.
state, and the number in our 
sample was so small that the 
potential error margin makes these 
estimates unreliable. However, if 
this is any indication—if you want 
to find outshoppers, and you can 
find any Libertarians, grab them.
We also found differences 
between men and women. Men 
had a higher incidence of 
outshopping, while among women, 
the proportion of expenditures was 
larger. So, one could say that more 
men do it, but women do it in a 
bigger way.
Why Do People 
Outshop?
Demographic characteristics give us some insight, but we also need to look at people’s 
motivation to outshop. Attitudinal 
variables can help explain such 
motivation, and there are a 
number of such variables one can 
look at. We looked at two— 
consumer satisfaction or 
dissatisfaction with local stores, and 
the perceived risks associated with 
inshopping.
To assess the degree of 
satisfaction or dissatisfaction with 
local stores, we included several 
items covering three broad 
categories—general aspects, aspects 
suggesting modernness or being up 
to date, and merchandising 
policies.
In the general category, we 
included advertising, product 
quality, knowledgeable and helpful 
salespeople, and stock levels (the 
numbers of products in stock).
In the modernness category were 
parking, inside and outside store 
appearances, and the availability of 
well-known brands and current 
styles.
Merchandising policies included 
available credit, prices, and the 
number of brands or styles carried.
Before I discuss these results 
relative to outshopping, I’ll give 
you the overall results, because in
the urban counties and the rural 
counties overall, in each of the 
three multi-county trade regions, in 
each major county the numbers 
varied slightly, but the patterns 
were the same.
Overall assessments of local retail 
stores, for the most part, were a bit 
above average. Montanans were 
moderately satisfied, first, with the 
modernness of their local stores, 
then with the general aspects, and 
then with merchandising policies, 
in that order.
However, Montanans in some 
geographic areas were less 
complimentary than others in some 
respects. And within each of the 
three categories, one or more items 
consistently garnered lower ratings.
In the modernness category, 
residents of Cascade, Butte-Silver 
Bow, and Flathead counties, in 
that order, were somewhat less 
complimentary of their local stores. 
Within this category, in every area, 
parking generated consistently 
lower ratings.
In the general category, no 
geographic area was noticeably less 
complimentary, except that rural 
county residents overall were less 
complimentary than were urban 
residents. Within the category, 
stock levels were consistently 
downgraded.
In terms of merchandising 
policies, Lewis and Clark County 
residents, and rural residents 
overall, were less complimentary, 
by comparison. Within the 
category, people were less satisfied 
with the numbers of brands or
styles carried and, secondly, with 
prices.
Relating these measures to 
outshopping, we found heavy 
outshoppers consistently less 
satisfied with the local stores. It’s 
worth noting, though, that 
moderate outshoppers and 
inshoppers were generally similar in 
their assessments; they were 
moderately satisfied. Just the heavy 
outshoppers differed significantly, 
and to the more critical side. They 
were most critical of stock levels, 
brand and style selections, prices, 
and parking, in much that order.
The other attitudinal measure I 
mentioned is what’s called the 
“perceived risk of inshopping”— 
that is the consumer’s perception of 
the risks associated with shopping 
locally, compared to shopping 
outside. In our analysis, we 
included the risks to the consumer 
of paying higher prices, finding 
lesser-quality products, not finding 
the newest styles and products, not 
having enough variety of products 
to choose from, and not finding 
the brand or style he/she wants.
Among those five, Montanans 
overall saw the least risk with 
product quality and product variety 
in their local stores, and a 
moderate risk of not finding the 
newest items. They saw the most 
risk in not finding the brand or 
style they wanted and of paying 
higher prices locally.
Relating this to outshopping, we 
again found inshoppers and 
moderate outshoppers close in 
sentiment—they saw a slightly
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below-average risk, overall, in 
shopping locally. Heavy 
outshoppers, by contrast, were 
again the most critical. They saw 
much more risk overall in shopping 
locally, more so with prices and 
finding what they want.
Summarizing then, in terms of 
characteristics and motivations, 
outshoppers in Montana, by 
comparison:
• Are younger;
• Are more affluent;
• Are relative newcomers to 
their communities, who have 
lived there fewer years;
• Come from slightly larger 
households;
• Are less satisfied with their 
local retail stores; and perceive 






e didn’t ask our 
respondents, but a 1980 
study done elsewhere showed that 
consumers outshopped most for the 
following, in order: books, records, 
and tapes; bedding and linens; 
clothing; shoes; electronic, 
photographic and other equipment; 
hardware and related items; motor 
vehicles; and furniture and 
appliances.1
Now, a look at where Montana’s 
outshoppers live. Perhaps not 
surprisingly, they were located 
mostly in the rural areas of the 
state.
Among inshoppers, seven in ten 
lived in urban counties. Among all 
outshoppers, about six in ten were 
from rural counties. In just the 
heavy outshopper group, seven in 
ten were rural residents. Among 
rural county residents overall, easily 
eight in ten qualified as 
outshoppers, and the majority were 
heavy outshoppers.
The three major multicounty 
trade areas—the West, Northeast, 
and Southeast—showed similar 
proportions of outshopping, and 
were similar to the statewide 
averages. However, such broad 
groupings can mask significant 
differences within areas; in this 
case, the high incidence among 
rural residents in each area was 
offset by the lower incidence 
among the urban residents.
Among just the major counties 
in those trade areas, there were 
some differences, perhaps reflecting 
somewhat the differing proportions 
of rural populations in each.
Cascade, Missoula, and 
Yellowstone counties—the largest 
and perhaps the most urban 
counties—exhibited the least 
outshopping, well below the 
statewide average. In these 
counties, the majorities (roughly 
50-60 percent) were inshoppers. 
Still, the rest were outshoppers, 
and roughly one in ten overall in 
each area was a heavy outshopper.
Lewis and Clark, Butte-Silver 
Bow, and Gallatin counties, by 
comparison, exhibited higher 
proportions of outshopping, but 
still were just about at the 
statewide average. In these 
counties, roughly three or four in 
ten were heavy outshoppers.
Flathead County, on the other 
hand, exhibited outshopping levels 
well above the average, and 




(would like to mention briefly some things that others have done to retain outshoppers and to 
attract outshoppers.
First, some suggestions for the 
small town retailer trying to retain 
the outshopper. Because 
outshoppers tend to leave their 
area to seek greater selection in 
products and styles, merchants in
some small areas have undertaken 
cooperative efforts to provide 
greater selection across product 
lines in their local area, and have 
advertised and promoted that 
better selection. Some local 
merchants offer special and custom 
order services. Some local areas 
hold special event attractions in 
their retail areas to help draw 
shoppers. And, of course, many 
local chambers of commerce 
continually communicate and 
promote the benefits accruing to 
the local area when its residents 
shop and spend locally.
For the large area retailer trying 
to attract those outshoppers, both 
individual and cooperative 
promotions aimed at out-of-town 
shoppers have been used. They 
have been advertised in their local 
media, or by direct mail. Some 
merchants advertise regularly, 
either individually or cooperatively, 
in local media—often promoting 
the wider variety of shopping 
opportunities, the wider selection, 
in the larger area. Merchants have 
also offered toll-free numbers for 
out-of-town phone orders and free 
delivery of large ticket purchases.
In either case, though, the target 
group is the same — younger, more 
affluent consumers who are relative 
newcomers to the local community, 
and who are more likely to be less 
satisfied with the retailing in their 
local areas.
Unfortunately, by its nature, 
outshopping can cause conflict. At 
the least, it certainly creates two 
potentially competing retail 
strategies—the small town retailers 
strive to retain their outshoppers, 
while the out-of-town retailers try 
to attract them. □
*N.G. Papadopoulos, “Consumer 
Outshopping Research: Review and 
Extension,” Journal of Retailing,
56:4 (Winter 1980), p. 51.
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